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In September, we discussed why the midterm elections were unlikely to change the gridlock of divided
government, even if control of Congress shifts. Last week, Stifel’s Chief Washington Policy Strategist Brian Gardner

and | continued that discussion in our pre-election webinar, examining what is at stake for investors. But limited
change in Washington’s overall direction does not mean the election will have little or no consequence for
individual industries. Brian’s latest analysis explores how spending negotiations, regulatory oversight, and areas
of bipartisan agreement could affect businesses differently — often within a specific sector. In this Sight|Lines,

we continue that focus to consider where the election could matter most for trade, healthcare, financial services,
defense, domestic manufacturing, and clean energy investment, while focusing on possible policy changes rather
than political headlines. And a heads-up — we’ll revisit the results and the investment implications in our follow-up
webinar the day after the election.

THE TAKEAWAY: LIMITED POLICY CHANGE CAN STILL MATTER FOR INDIVIDUAL SECTORS
The midterms may leave Washington’s broad policy direction largely intact while at the same time creating
potential differences in the outlook for certain sectors. In summary:

» Changes in congressional control may not remove tariff risks for importers, manufacturers, and exporters.

» Budget and debt ceiling negotiations could give Democrats leverage without materially improving our fiscal
trajectory related to the federal deficit and debt.

» Healthcare policy changes may help providers and insurers but create risks for pharmaceuticals.

* Financial services could face greater scrutiny without a broad reversal of deregulation, although credit cards
may warrant closer attention.

» Defense spending may continue to grow, but at a slower pace if Democrats gain congressional control.

* Policy may continue to support domestic manufacturing under either election outcome.

» (lean energy tax incentives could return to negotiations, although restoring them would require agreement
rather than an election victory alone.

* Investors should look beyond party labels and assess how possible policy changes affect each company’s
outlook, valuation, and risks.


https://www.stifel.com/newsletters/adgraphics/InSight/Sightlines/2026/SL092526.pdf
https://www.stifel.com/newsletters/adgraphics/InSight/Sightlines/2026/SL092526.pdf
https://vimeo.com/1238101289/2969ec7849?share=copy
https://www.stifel.com/Newsletters/AdGraphics/InSight/Potomac-Perspectives/2026/PP_102126.pdf
https://stifel.zoom.us/webinar/register/WN_lARlYZ1-RQaEiWVI4IFJFA#/registration
https://stifel.zoom.us/webinar/register/WN_lARlYZ1-RQaEiWVI4IFJFA#/registration
https://omny.fm/shows/stifel-sightlines/the-midterms-what-could-change-for-different-sectors
https://vimeo.com/stifel/sightlines-103026

IN-DEPTH: LIMITED CHANGE IN WASHINGTON CAN STILL HAVE MEANINGFUL IMPLICATIONS FOR
INDIVIDUAL SECTORS

The midterms may leave Washington’s broad policy direction largely intact, but changes in spending priorities, regulatory oversight, and
legislative negotiations could affect individual sectors differently. Going deeper:

* Trade policy could remain a source of sector differences despite legislative gridlock:
o The president retains some trade policy authority, so tariff changes do not depend on a new congressional majority.
o Changes in trade policy could affect supply chains and export-oriented manufacturers even if domestic legislation stalls.

e Democrats could gain negotiating leverage while the broader fiscal trajectory challenges persist:
0 Must-pass funding and debt-ceiling measures could create openings for Democrats to negotiate selected priorities.
o Compromises could accommodate both parties’ spending priorities without offsetting savings or revenues that would improve the
fiscal outlook.

* Healthcare policy could affect providers, insurers, and drugmakers differently:
o Democrats may seek to reverse Medicaid cuts and restore Affordable Care Act subsidies, potentially helping providers and insurers.
0 Democrats and the White House could find common ground on drug pricing, creating risks for pharmaceutical companies.
e Financial services could face more oversight, with credit cards a potential policy exception:
0 Housing proposals could expand federal mortgage insurance, creating competition for private insurers.
o Credit card interest rate caps could draw bipartisan interest, but a 10% limit appears unlikely.

Defense budgets could keep rising, though Democratic gains may moderate their growth:
o A Democratic majority would not necessarily mean defense cuts, and spending could still increase.
0 Budget growth may be slower than under Republican leadership, potentially tempering the outlook for contractors.

* Support for domestic production could continue despite changes in congressional control:
o Tax incentives and industrial policies could continue supporting investment in strategic U.S. manufacturing.
o Potential beneficiaries extend beyond technology to pharmaceuticals, aerospace, machinery, and grid equipment.

* Clean energy tax credits could be negotiated, but restoration of the credits would require bipartisan agreement on legislation:
0 Restored credits could lower project costs, potentially supporting clean energy investment and demand for equipment.
0 Benefits would depend on which technologies qualify, credit amounts, and how long the incentives remain available.

* Investment decisions should reflect company-specific policy exposure, valuations, and risks:
o Companies within the same sector often differ in their reliance on government funding, tax incentives, or regulation.
o Afavorable policy change may already be reflected in company valuation, limiting the forward-looking investment opportunity.

WHAT WE THINK

The investment implications of the midterms deserve a closer look than simply a focus on which party wins. Even with continued divided
government, changes in spending priorities, oversight, and areas of bipartisan agreement could create opportunities and risks that differ
across — and within — certain sectors. We believe investors should distinguish proposals and political headlines from changes that can
realistically become policy, then consider what those changes could mean for individual investments. An election outcome alone is not an
investment thesis. Understanding a company’s exposure, financial strength, valuation, and risks remains important, and we will continue
our work in that regard as the results and policy priorities become clearer.
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The information contained herein has been prepared from sources believed to be reliable but is not guaranteed by us and is not a
complete summary or statement of all available data, nor is it considered an offer to buy or sell any securities referred to herein. Opinions
expressed are subject to change without notice and do not take into account the particular investment objectives, financial situation,

or needs of individual investors. There is no guarantee that the figures or opinions forecasted in this report will be realized or achieved.
Employees of Stifel, Nicolaus & Company, Incorporated or its affiliates may, at times, release written or oral commentary, technical
analysis, or trading strategies that differ from the opinions expressed within. Past performance is no guarantee of future results. Indices
are unmanaged, do not reflect fees or expenses, and you cannot invest directly in an index.

Asset allocation and diversification do not ensure a profit and may not protect against loss. There are special considerations associated
with international investing, including the risk of currency fluctuations and political and economic events. Investing in emerging markets
may involve greater risk and volatility than investing in more developed countries. Due to their narrow focus, sector-based investments
typically exhibit greater volatility. Small company stocks are typically more volatile and carry additional risks, since smaller companies
generally are not as well established as larger companies. Property values can fall due to environmental, economic, or other reasons, and
changes in interest rates can negatively impact the performance of real estate companies. When investing in bonds, it is important to
note that as interest rates rise, bond prices will fall. The Standard & Poor’s 500 Index is a capitalization-weighted index that is generally
considered representative of the U.S. large capitalization market. The Bloomberg software Index is a price-weighted index of software
companies located or doing significant business in the Silicon Valley. The Bloomberg 500 Financials Total Return Index tracks the financial
sector within Bloomberg 500 Universe. This index includes 87 constituent companies spanning various financial services sectors. The Dow
Jones Industrial Average (DJIA) is a price-weighted average of 30 significant stocks traded on the New York Stock Exchange (NYSE) and the
NASDAQ. The DJIA was invented by Charles Dow back in 1896. The MSCI EAFE Index (Europe, Australasia, and the Far East) is a free float-
adjusted market capitalization index that is designed to measure the equity market performance of developed markets, excluding the U.S.
and Canada. VIX is a trademarked ticker symbol for the Chicago Board Options Exchange Market Volatility Index, a popular measure of the
implied volatility of S&P 500 index options. The risk of loss in trading commodities and futures can be substantial. You should therefore
carefully consider whether such trading is suitable for you in light of your financial condition. The high degree of leverage that is often
obtainable in commodity trading can work against you as well as for you. The use of leverage can lead to large losses as well as gains.
Volatility is measured by calculating the standard deviation of the annualized returns over a given period of time. Core PCE is the PCE
Price Index excluding volatile food and energy prices, revealing underlying inflation trends.
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